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IBRD Loans 


Loan in Mauritania 


The World Bank on March 17 made a loan equiva- 
lent to $66 million for the development of high-grade 
iron ore deposits in the Islamic Republic of Mauritania 
in northwest Africa. The project will open up com- 
pletely new opportunities for economic growth in 
Mauritania, where the severity of natural conditions 
narrowly limits expansion of the traditional agriculture 
and livestock raising. Revenues from taxes and royal- 
ties should dramatically reverse the present chronic 
budget deficits and provide Mauritania with a unique 
opportunity to become self-supporting. 

The loan was made to the Société Anonyme des 
Mines de Fer de Mauritanie (Miferma), a Mauritanian 
company whose share capital is widely held. More 
than half the shares are held by French, British, Ger- 
man, and Italian consumers of iron ore or their repre- 
sentatives, who have signed long-term contracts to 
purchase at least 3 million tons of ore a year. The 
remaining shares are held by private French financial 
interests (20 per cent) and by an agency of the French 
Government responsible for mineral exploration and 
development (27 per cent). 


The Bank loan will help to finance equipment and 
services to mine ore at a rate that would eventually 
reach 6 million tons a year; construction of a 415-mile 
railway to transport the ore from the mines near 
Fort Gouraud to Port Etienne on the Atlantic coast; 
and construction of port and other facilities. 


The cost of the completed project is estimated at the 
equivalent of $190 million. To reach the 4 million 
ton stage will require about $150 million, which will 
be financed by share capital and loans from the French 
Government in addition to the Bank loan of $66 mil- 
lion. The equivalent of $40 million required to increase 
capacity to 6 million tons a year is expected to come 
from funds generated by operations. Procurement of 
goods and services will be on an international basis 
to the fullest extent practicable. 


The loan is for a term of 15 years and bears interest 
of 6% per cent per annum including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin in January 1966. The 
loan is guaranteed by the Republic of France and by 
the Islamic Republic of Mauritania. 


Loan in Japan 


On March 17, the World Bank made a loan equiva- 
lent to $40 million in Japan for the construction of a 
45-mile expressway from Amagasaki to Ritto, linking 
the Osaka metropolitan area with that of Kyoto. The 
Northern Trust Company (Chicago), Manufacturers 
Trust Company, Dresdner Bank A. G. (Frankfurt am 
Main), Commerzbank (Diisseldorf), Brown Brothers 
Harriman and Co., and Grace National Bank of New 
York are participating in the loan, without the World 
Bank’s guarantee, for a total amount representing parts 
of the first two maturities which fall due between 
April 15 and October 15, 1963. The participation by 
the Dresdner Bank is in deutsche mark. The loan was 
made to Nihon Doro Kodan (Japan Highway Public 
Corporation), a government corporation established in 
1956 to construct, operate, and maintain toll roads, 
tunnels, bridges, and ferries throughout Japan. 


The total cost of the expressway project is estimated 
at 47.2 billion yen (US$131 million). The Bank’s 
loan will cover about 31 per cent of the total costs; 
the remainder will be met in part from Doro Kodan’s 
revenues, but mainly from grants from the Japanese 
Government, loans from funds under government con- 
trol, and borrowings on the Japanese market to be 
guaranteed by the Government. It is expected to take 
25 years at most for the expressway to repay its cost 
from tolls. 

The loan is for a term of 23 years and bears interest 
of 6% per cent per annum including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin in April 1963. The 
loan is guaranteed by the Government of Japan. 


With the inclusion of this new loan, the total amount 
of loans which the Bank has made in Japan is the 
equivalent of $337,773,000. The earlier loans were 
made for the development of the iron and steel indus- 
try, electric power, land reclamation, irrigation, and a 
variety of industries. 


Sources: International Bank for Reconstruction and 


Development, Press Releases, Washington, 
D.C., March 17 and 21, 1960. 
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Europe 


U.K. Exchange Control 


Effective March 17, authorized banks in the United 
Kingdom were given more freedom to sanction foreign 
exchange payments. An Exchange Control notice from 
the Bank of England now allows banks, subject to cer- 
tain conditions, to approve the remittance of capital 
payments and to authorize sterling transfer forms or 
forms E (foreign currency) for the transfer of legacies 
and inheritances to nonresident beneficiaries. Banks 
may also approve distributions to which nonresident 
beneficiaries are entitled under trusts set up under wills 
or intestacies and settlements inter vivos. These pay- 
ments were already freely authorized by the Bank of 
England, but it was necessary to seek approval from 
the Bank before they could be made. This authority 
is now delegated to the banks. Meanwhile, the Bank 
of England is prepared to consider requests, on sterling 
transfer forms, for death distributions which previously 
were credited to a blocked sterling account to be 
transferred to an external account. 


Source: The Times, London, England, March 18, 1960. 


U.K. Contributions fo Overseas Development 


In a White Paper (Cmnd. 974) the U.K. Treasury 
has indicated that the total amount paid from the Brit- 
ish Exchequer for overseas development (excluding 
military assistance and refugee relief) has increased 
from £81 million in 1957-58 to an estimated £138 mil- 
lion in the current fiscal year. This increase is the 
consequence of the Government’s decision, announced 
at Montreal in 1958 (see this News Survey, Vol. XI, 
p. 106), to provide capital for programs of sound 
economic development in the colonies and the inde- 
pendent Commonwealth which could not be financed 
in any other way. It is estimated that in 1959-60 the 
colonial territories will receive £63 million, independent 
Commonwealth countries £41 million, and other coun- 
tries £14 million; in addition, the Exchequer will 
contribute £21 million to international bodies for multi- 
lateral assistance. 


For the colonies the largest items are grants; for 
independent Commonwealth countries, loans. The 
White Paper explains that loans to Commonwealth 
governments (£36 million in the current fiscal year) 
are usually “untied” though they frequently lead to 
the placing of new orders in the United Kingdom. For 
the independent countries of the Commonwealth the 
primary source has been private investment, including 
sums raised on the London market. Information about 
the extent of U.K. private investment overseas is, at 
present, not precise. It is estimated that the total has 
averaged, over the last seven years, £300 million a 
year. This estimate includes sums averaging about 
£55 million a year which have been raised on the 


London market by the governments of independent 
Commonwealth and colonial countries and by public 
corporations and companies. Overseas investment is 
frequently accompanied by the skill and experience 
of U.K. industrial and commercial business. Intangible 
assistance of this kind cannot be evaluated, but it is 
an important additional contribution. 

Exchequer assistance and private investment togeth- 
er represent about 1% per cent of the national income. 
The White Paper adds that the United Kingdom, there- 
fore, has a creditable record among the more indus- 
trially advanced countries which are sharing the 
responsibility of providing finance for the social and 
economic progress of the rest. There is an urgent 
need to continue and, if possible, to increase this effort. 
But it cannot be provided at all unless the U.K. econ- 
omy continues to develop along sound ‘lines. ‘The 
export trade will need to expand at a rate sufficient to 
provide an adequate margin to be used for overseas 
assistance without calling on the gold and foreign cur- 
rency reserves. The growth of other demands on the 
United Kingdom’s rising production must not exceed 
a rate which leaves sufficient goods available for this 
increase in exports, and the general level of U.K. prices 
will have to be such that overseas orders for these 
additional goods will be readily obtainable. 

Source: The Times, London, England, March 15, 1960. 


Interest Rates in the Netherlands 


Banks in the Netherlands lowered the call money 
rate on March 12 from 1% per cent to 1% per cent. 
This move is attributed to easier conditions in the 
money market and the return of foreign exchange from 
the United States to Dutch private banks. 


Source: Het Financieele Dagblad, Amsterdam, Neth- 
erlands, March 17, 1960. 


Monetary Developments in the Netherlands in 1959 


In contrast to 1958, when a large balance of pay- 
ments surplus was the principal source of monetary 
expansion, the increase in liquidity in the Netherlands 
in 1959 (f. 2.3 billion, compared with f. 3.1 billion in 
1958) reflected mainly a rise in credit to the private 
sector, the inflow of foreign exchange being much 
smaller than in the preceding year. The banks con- 
tinued to be very liquid and monetary policy was able 
to deal with all temporary strains. During 1958 over- 
all production did not expand further, and interest rates 
fell. The central bank lowered its discount rate in four 
steps from 5 per cent to 3 per cent in 1958, and to 
2% per cent on January 21, 1959. Interest rates con- 
tinued to decline in the first half of 1959, and by the 
middle of the year the call money rate had fallen to 
only 1 per cent. Subsequently, interest rates rose again 
as the expansion of production became more rapid. 
The central bank’s basic discount rate was increased 
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by % per cent, to 3% per cent on November 16, 1959, 
with the further objective of stemming the outflow of 
short-term funds seeking higher returns abroad and of 
discouraging any undue expansion of bank credit at 
home. 

The Netherlands Bank lowered the minimum reserve 
requirements for banks from 10 per cent to 7 per cent 
on April 22, 1959. They were temporarily lowered 
further, to 6 per cent, between June 22 and July 21, 
to assist banks in overcoming temporary strains caused 
by their purchase of the outstanding portion ($55 mil- 
lion) of the loan of $195 million made by the World 
Bank to the Netherlands Government in August 1947, 
as well as by public subscription to a government loan. 
The Bank also was active in the open market, espe- 
cially in the second half of the year when the private 
banks needed. assistance to overcome the strain caused 
by company tax payments by their customers. These 
open market operations were designed to increase 
liquidity, and during the year the Bank’s open market 
portfolio increased by f. 366 million, to f. 547 million. 
With the prevailing high degree of liquidity, the Treas- 
ury had no difficulty in financing its f. 1.4 billion cash 
deficit for 1959, mainly at long term, while at the same 
time consolidating part of its floating debt. 

The Netherlands central gold and foreign exchange 
reserves declined from $1,493 million at the end of 
1958 to $1,355 million at the end of 1959, in part 
because of the bilateral consolidation of the Nether- 
lands claim on the EPU ($121 million) and of its 
additional quota subscription to the IMF ($34.3 mil- 
lion). The foreign balances of the commercial banks 
increased, however, and the over-all Netherlands re- 
serve position improved in 1959. 

Source: Ministerie van Financien, Financieél Over- 
zicht, The Hague, Netherlands, January 27, 
1960. 


Import Liberalization in Denmark 


By an Executive Order issued by the Danish Min- 
ister for Commerce, Industry, and Shipping on Febru- 
ary 29 a large number of items was removed from the 
list of commodities for which import licenses were 
required in Denmark. For commodities still under im- 
port control, a liberalization program has been drawn 
up which envisages a rapid increase of import quotas 
and full liberalization for certain commodities before 
certain deadlines, the first of which is January 1, 1961. 
Source: GATT Press Release, Geneva, Switzerland, 

March 18, 1960. 


Exchange Control in Italy 


In view of favorable developments in Italy's balance 
of payments and exchange reserves (see this News 
Survey, Vol. XII, pp. 216 and 250), the Italian Gov- 
ernment on March 16, 1960 extended to six months 


the period within which any exporter is required to 
surrender exchange proceeds to an authorized bank. 
In July 1955 the surrender period was fixed at 15 days; 
on August 4, 1959 it was extended to six months for 
the proceeds of exporters who are at the same time 
importers of raw materials. 


Sources: 24 Ore, Milan, Italy, March 17 and 19, 1960. 


Public Offering of Volkswagen Shares 


On March 16, 1960 the German Bundestag, the 
lower house of Parliament, approved bills for transfer- 
ring the Volkswagen automobile firm to private hands 
by issuing the largest part of its capital stock in the 
form of small “people’s shares.” Approval of these 
bills has ended a protracted struggle between the 
State of Lower Saxony and the Federal Government 
over the ownership of the company. It is stipulated 
that, retroactive to May 24, 1949, the date of the 
foundation of the Federal Republic, the Volkswagen 
company belongs to the Federal Government, and a 
treaty between the Federal Government and the State 
of Lower Saxony, which made possible this assump- 
tion of ownership by the Federal Government, has 
also been approved by the Bundestag. 

Of the total capital, which will probably be fixed 
at DM 600 million, 20 per cent will be allotted to the 
Federal Government and 20 per cent to the State 
of Lower Saxony, the remaining 60 per cent being 
sold to the public in the form of small “people’s shares,” 
which will be issued with a face value of DM 100 and 
will probably be sold for at least DM 200. The sale of 
shares will probably begin early in 1961. 

The Federal Government and the State of Lower 
Saxony will create jointly a “Foundation Volkswagen- 
werk” which is to foster the arts and sciences by both 
research and teaching. The foundation will be financed 
mainly from the dividends of the Volkswagen stock held 
by the Federal Government and by the State of Lower 
Saxony. It will also receive the proceeds from the sale 
of the people’s shares to the public. These proceeds, 
however, will be immediately re-lent to the Federal 
Government as a loan with a maturity of 20 years at 
an interest rate of 4-5 per cent. 

Source: Der Bundesminister fiir Wirtschaft, Tages- 


Nachrichten, Bonn, Germany, March 18, 
1960. 


Austrian Bank Rate and Reserve Requirements 


The General Council of the Austrian National Bank 
recently decided to raise the Bank’s discount rate from 
4% per cent to 5 per cent; this increase, which became 
effective on March 17, followed a statement in the 
February issue of the Bank’s Monthly Bulletin, where, 
in the course of a review of recent economic develop- 
ments in Austria, the Board of Directors of the Bank 
expressed their concern over the increasing pressure 
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on prices and wages, and warned both management and 
labor to refrain from making excessive demands for 
price or wage increases. It was stated that a too rapid 
economic expansion might seriously jeopardize internal 
financial stability and impair the competitiveness of 
Austrian exports; this would be particularly dangerous 
at this time when Austria’s trading position might be 
adversely affected by the unsettled state of European 
integration. Monetary stability, the Board of Direc- 
tors emphasized, is indispensable for the healthy growth 
of the Austrian economy because the necessary increase 
in saving and investment can be achieved only under 
conditions of stability. 

In the communiqué that announced the increase in 
the discount rate, the National Bank repeated its warn- 
ing against the “overheating” of the boom, and again 
stressed the undesirable consequences for production, 
exports, and savings of such a development, which inter 
alia tends to induce management to grant exaggerated 
wage demands and then to resort to price increases at 
the expense of the consumer. 

In addition to the increase in the discount rate, which 
will be reflected in higher credit costs, the Austrian 
National Bank went a step further in its efforts to curb 
excessive economic expansion, and announced, effec- 
tive April 1, an increase in the legal minimum reserve 
requirements of Austrian credit institutions, viz., for 
demand deposits from 5 per cent to 9 per cent, and 
for savings deposits from 5 per cent to 7 per cent. It 
is estimated that, by these increases in the percentages 
of deposits in Austrian credit institutions which have 
to be maintained without interest at the Austrian 
National Bank or the Postal Savings Office, the liquid 
funds of Austrian credit institutions available for the 
extension of bank credit will be reduced by S 1.3 bil- 
lion. Between the end of April 1959, after the reduc- 
tion of the bank rate from 5 per cent to 4% per cent 
on April 23 (see this News Survey, Vol. XI, p. 337), 
and the end of January 1960, savings deposits in 
Austrian credit institutions rose by 21.2 per cent, from 
S 23.4 billion to S 28.4 billion, demand deposits rose 
by 4.4 per cent, from § 20.2 billion to § 21.1 bil- 
lion, and commercial credits by 14.7 per cent, from 
S 32.8 billion to S 37.6 billion. 

Sources: Osterreichische Nationalbank, Mitteilungen, 
Vienna, Austria, February 1960; Neue Ziir- 
cher Zeitung, Ziirich, Switzerland, March 18, 
1960. 


Middle East 
Sudan's Foreign Trade in 1959 


For the first time in three years, there was a positive 
balance in 1959 in the Sudan’s foreign trade position. 
The value of exports and re-exports was LSd 66.9 mil- 
lion, and of imports LSd 57.0 million, so that there 


was a trade surplus of LSd 9.9 million, compared with 
a trade deficit of LSd 17.1 million in 1958. This im- 
provement was largely a result of a sharp increase in 
cotton exports, from LSd 23.5 million in 1958 to 
LSd 40.2 million in 1959. Increased shipments, from 
83,700 tons in 1958 to 179,800 tons in 1959, were 
mainly responsible for this, but in the second half of 
the year, export prices also increased to a point about 
30 per cent above the price level during the 1958-59 
season. 

A reduction in imports by about 10 per cent, from 
LSd 63.3 million in 1958 to LSd 57.0 million in 1959, 
was due chiefly to cutbacks in the development pro- 
gram which resulted in smaller imports of machinery, 
base metals, vehicles, and petroleum products. Imports 
were lowest during the first quarter of 1959, when they 
amounted to LSd 8.5 million, or an annual rate of 
LSd 34.0 million. As credit and other restrictions on 
imports were relaxed and incomes improved as a result 
of increased cotton sales and prices, imports rose rap- 
idly later in the year. During the last quarter they 
reached an annual rate of LSd 68.4 million, despite a 
small decline in direct government imports. 

The United Kingdom was again the Sudan’s main 
trading partner, taking 26 per cent of its exports and 
supplying 25 per cent of its imports. Trade with Egypt 
recovered a little, imports by the Sudan increasing to 
LSd 4.5 million, while exports to Egypt amounted to 
LSd 2.0 million. This was the first appearance in many 
years of a deficit in the Sudan’s trade with Egypt. 
Sources: Department of Statistics, Foreign Trade Sta- 

tistics (mimeographed sheets), Khartoum, 
Sudan, February 1960; Middle East Eco- 
nomic Digest, London, England, March 1960. 


Iraq's Exchange Reserves 

Iraq is continuing the policy of diversifying its 
external exchange reserves. In December the Central 
Bank’s holdings of sterling fell by £10 million, to less 
than £40 million, while holdings of gold and currencies 
other than sterling rose to £66 million. A year ago 
Iraq’s holdings of sterling amounted to £84 million, 
and of gold and other foreign currencies to £19 million. 


Source: The Economist, London, England, March 19, 
1960. 


Far East 
Indian Credit Policy 


The Reserve Bank of India has introduced a series 
of credit control measures, with a view to curbing 
inflationary pressures. Effective March 12, 1960, 
25 per cent of the additional demand and time deposits 
of the scheduled banks will be impounded with the 
Reserve Bank. This will be in addition to the present 
minimum reserve requirements of 5 per cent in respect 
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of demand liabilities and 2 per cent in respect of time 
liabilities. The minimum margin requirement for bank 
advances against shares other than preference shares 
has been increased from 40 per cent to 50 per cent. 
Moreover, the Reserve Bank has prohibited the direct 
financing of badla (i.e., carry-over) transactions in 
shares by banks from one settlement period to the 
next. The Reserve Bank has also placed a ceiling on 
the “clean” advances (i.e., loans without security) of 
the scheduled banks, whereby the proportion of such 
advances to total advances of each bank in any month 
in the future should not exceed the proportion of 
“clean” advances to total advances in the corresponding 
month of 1959. 


Source: The Times of India, Bombay, India, March 12, 
1960. 


External Trade of the Federation of Malaya and Singapore 


The external trade of the Federation of Malaya and 
Singapore was greater in 1959 than in 1958, and 
instead of the adverse balance of $M 369 million 
recorded in 1958, there was a surplus of $M 259 mil- 
lion, with record rubber shipments and a 21 per cent 
rise in average rubber prices. The average price of 
rubber in 1959 was 101.35 Malayan cents a pound, 
or 21 Malayan cents more than in 1958. The average 
tin price was $M 396.93 per picul, or $M 27 higher 
than in 1958. Imports increased by 0.7 per cent, to 
$M 4,126 million, and exports by 17.6 per cent, to 
$M 4,384 million. 

The share of the Federation of Malaya in this total 
(excluding its trade with Singapore) was 31.5 per cent 
in 1959, compared with 28 per cent in 1958. The 
Federation’s favorable trade balance was $M 643 mil- 
lion, or $M 393 million larger than that for 1958. Singa- 
pore reduced its adverse balance from $M 619 mil- 
lion to $M 384 million. 


Source: The Straits Times Malayan Trade Digest, 
Singapore, March 1, 1960. 


Investment in the Federation of Malaya 


The Assistant Minister for Commerce and Industry 
in Malaya announced that, up to the end of 1959, 
30 certificates for pioneer industries (see this News 
Survey, Vol. XI, p. 7) had been issued to firms with 
a nominal capital of $M 61.4 million and a called-up 
capital of $M 22.5 million. Of this total, $M 13.6 mil- 
lion has come from foreign sources, a little more than 
$M 9 million from the United Kingdom, $M 2 million 
from Hong Kong, $M 823,000 from the United States, 
$M 413,000 from Australia, $M 294,000 from Japan, 
$M 250,000 each from Denmark and West Germany, 
$M 175,000 from Indonesia, and $M 90,000 from 
Holland. Fifteen additional companies are to be set up 
under the legislation that created these certificates, and 


proposals for other projects with a total nominal capi- 
tal of $M 192 million are also under consideration. 


Source: Far Eastern Economic Review, Hong Kong, 
February 25, 1960. 


Tea Exports from Viel-Nam 


During the first 11 months of 1959, Viet-Nam 
exported 318 metric tons of tea worth VN$12.1 mil- 
lion. This is greater than the total volume of tea 
exports in 1958, which amounted to 278 tons, valued 
at VN$11.2 million. Tea exports for the full year 1959 
are expected to fall short of the postwar record of 
462 tons in 1957, valued at YN$13.7 million. 

France and the United Kingdom are the main pur- 
chasers of Viet-Nam’s tea; during the first 11 months 
of 1959, France took 157 tons, valued at VN$6.1 mil- 
lion, and the United Kingdom 152 tons, valued at 
VN$5.6 million. The average price of tea exports to 
France was 5 per cent higher than that of exports to 
the United Kingdom. An important Viet-Namese tea 
producer has contracted for the sale of 45 tons of black 
tea to the United Kingdom during 1960, and is to 
receive a government subsidy of VN$0.625 per kilo- 
gram on this order. 


Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, March 3, 1960. 


National Income of China (Taiwan) 


The national income of China (Taiwan) in 1959 is 
reported as being 15.8 per cent higher than in 1958, 
and the per capita income as 12.6 per cent higher. 
Preliminary estimates for 1959 indicate that national 
income totaled NT$38,011 million, and per capita 
income NT$3,450. The corresponding revised figures 
for 1958 are NT$32,827 million and NT$3,064. 

Since prices rose by more than 10 per cent during 
1959, the growth in national income in 1959, at con- 
stant (1956) prices, was 4.5 per cent, and the increase 
in per capita income 1.6 per cent. 


Source: The Central Daily News, Taipei, Taiwan, 
March 3, 1960. 


New Regulation on Bank Reserves in Korea 


Under a new regulation, adopted by the Monetary 
Board, for computing minimum reserve requirements 
of commercial banks in Korea, checks and bills re- 
ceived into deposit accounts and awaiting clearing will 
be deducted from the sum of deposits against which 
banks must hold cash reserves. This change has been 
made in order to avoid double counting in the amount 
of deposits. 


The measure, which will go into effect immediately, 
will result in a reduction of about hw 2 billion in the 
minimum requirements of the commercial banking 
system. At present, banks are required to hold re- 
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serves corresponding to 10 per cent of time deposits 
and 20 per cent of demand deposits. 


Source: The Korean Republic, Seoul, Korea, Febru- 
ary 23, 1960. 


First Fertilizer Plant in Korea 


The Ministry of Commerce and Industry of Korea 
has announced that the Choongjoo urea fertilizer plant 
—the first plant of its kind in the Republic—was sched- 
uled to begin production on February 22. Test oper- 
ations started on January 4, and production at full 
Capacity is expected sometime in April. The plant was 
built at an estimated cost of about $40 million and is 
the largest ICA aid project in Korea. It has a rated 
annual capacity of 85,000 tons of urea fertilizer. 


Source: The Korean Republic, Seoul, Korea, Febru- 
ary 12, 1960. 


Restrictions on Usance Bills Facilities in Japan 


The Ministry of Finance of Japan has announced 
that, effective February 22, 1960, usance bills facilities 
may be used for all imports other than certain luxuries 
and nonessential goods. Until that date, these facilities 
could be used for only about 60 items, principally 
raw materials. 


Bank of Tokyo, Weekly Review, Tokyo, 
Japan, February 29, 1960. 


Japan's Trade with the United States 


Source: 


In 1959, Japan was the second largest importer 


of U.S. goods. Its imports from the United States, 
$937 million, were much less than those of Canada, 
$3.7 billion, but they exceeded imports by the United 
Kingdom, by Mexico, by Venezuela, and by West 
Germany. Japanese exports to the United States in 
1959 amounted to $1,035 million. 


Source: The Journal of Commerce, New York, N.Y.., 
March 22, 1960. 


United States 


U.S. Export Guarantees 


The Export-Import Bank of Washington announced 
on March 17 the establishment of a new system of 
export guarantees covering political risks in short-term 
transactions where credits are not in excess of 180 days. 
A further effort to stimulate U.S. export trade by an 
expanded program of the Bank’s participation with 
commercial banks in medium-term (one to five years) 
credits was also announced at the same time. 

Both the short-term and the medium-term innova- 
tions can be made without change in the Bank’s exist- 
ing statutory authority. Guarantees on short-term 
transactions will be limited to political risks in order 
to encourage private capital to provide the necessary 


financing and the guarantees or insurance with respect 
to the normal commercial credit risks. In general, it 
is expected that the political risk guarantee contract 
will cover to the extent of 90 per cent the risk of 
nontransferability or nonconvertibility of foreign cur- 
rencies; losses directly resulting from war, civil com- 
motion, and expropriation; and those resulting from the 
imposition of import restrictions or the cancellation of 
import permits. As in all other countries offering this 
service, the exporter who obtains a guarantee agree- 
ment on short-term transactions would be required to 
declare and pay fees on all his eligible export ship- 
ments as they are made. It is anticipated that the 
plan will be put into operation within the next two 
months through the agency of the foreign departments 
of commercial banks. The guarantees will also be made 
available through the facilities of any insurance .com- 
panies that are prepared to offer imsurance or guar- 
antees of the commercial risks involved in short-term 
export transactions. 

The plan for extending facilities for medium-term 
credit provides for Eximbank participation in the 
financing of medium-term transactions in sole reliance 
upon the credit judgment of a U.S. commercial bank 
in the following circumstances: (1) Whenever a com- 
mercial bank is prepared to finance, for its own account 
and without recourse on the exporter, the first three 
or four semiannual installments of a three to five year 
credit, Eximbank will finance the remaining install- 
ments. (2) If the exporter and a commercial bank will 
participate in each of the installments, the exporter to 
the extent of 15 per cent of the invoice value and the 
commercial bank to the extent of 10 per cent of the 
invoice value for its own account and without recourse 
on the exporter, Eximbank will finance 55 per cent of 
the invoice value of the export. In each of these situ- 
ations the foreign buyer must have paid at least 20 per 
cent of the invoice value by the time of delivery. If 
the buyers’ payment is increased, proportionate reduc- 
tions will be made in the amounts carried by the 
participants. Transactions should be in markets mutu- 
ally acceptable to the commercial bank and to Exim- 
bank and should meet the usual requirements of 
Eximbank with respect to terms. 

Eximbank also has under study procedures to accel- 
erate the processing of applications for assistance of 
the types presently available on medium-term trans- 
actions. 

Source: The Export-Import Bank of Washington, 
Press Release, Washington, D.C., March 17, 
1960. 


U.S. Business Situation 


Industrial production in the United States declined 
slightly, by 1 per cent, in February to 110 per cent of 
the 1957 average. Auto assemblies, after allowance 
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for seasonal variation, were down from their very 
advanced January rate and schedules for March indi- 
cate an additional cutback. Consumer goods produc- 
tion also declined from the record January rate, as 
retail sales remained below earlier output levels. Out- 
put of business equipment and materials, on the other 
hand, was maintained at peak rates. Steel mill oper- 
ations eased from 96 per cent of capacity in January 
to 94 per cent in February, and were scheduled at 91 
per cent in mid-March. 


Seasonally adjusted employment in nonfarm estab- 
lishments rose to a new high in February owing to 
increases in trade, services, and state and local govern- 
ments. Employment was little changed in manufactur- 
ing, but a decline in the workweek reduced average 
weekly earnings. Unemployment fell substantially, with 
the’seasonally adjusted rate falling to 4.8 per cent of 
the labor force, from 5.2 per cent in the previous 
month. 


Retail sales changed little in February after seasonal 
adjustment. In the first two months of the year they 
were 3 per cent above a year earlier. Production of 
consumer goods was considerably higher, however, with 
the result that inventories were being accumulated. 


Source: Board of Governors of the Federal Reserve 
System, National Summary of Business Con- 
ditions, Washington, D.C., March 16, 1960. 


Other Countries 
Wool Prices in Australia 


The Australian wool market eased during February, 
and most of the price gains obtained in December 
and January were lost. The average price of greasy 
wool in the seven months ended January 1960 was 
59.85 pence (Australian) per pound, 13.3 pence more 
than the average price in July 1958-January 1959. 


Source: Bank of New South Wales, Wool Notes, 
Sydney, Australia, February 26, 1960. 


New Currency Unit in Guinea 


The Guinean authorities have decided to set up their 
own monetary system and central bank. Measures 
taken for this purpose as of March 1, 1960 include the 
creation of a new monetary unit, the Guinean franc, 
with a gold content of 0.0036 gram of fine gold. The 
CFA franc (franc of the French African colonies), 
which has been the currency hitherto circulating in 
Guinea, will be exchanged for the new Guinean franc 
at the rate of 1 to 1. At the same time a new central 
bank, the Bank of the Republic of Guinea, was 
founded. It will take over the functions hitherto per- 
formed in Guinea by the Central Bank of the West 
African Territories. The new bank will have a monop- 
oly of note issue, and is responsible for the control 


of the activities of the private banks. Other monetary 
measures include the introduction of exchange control 
and the creation of an exchange office. 


Source: Le Monde, Paris, France, March 3, 1960. 


Economic and Financial Agreements Between Belgium and the 
Belgian Congo 

An agreement for close cooperation between the 
Belgian National Bank and the Central Bank of the 
Belgian Congo and Ruanda-Urundi has recently been 
signed (see this News Survey, Vol. XII, p. 190). This 
agreement is to enter into force after June 30, 1960, 
when the Congo becomes independent. While each 
institution will retain its own monetary reserves and 
will remain fully responsible in its own territory as 
regards note issue and monetary policy, the Belgian 
National Bank will place up to BF 2 billion of Belgian 
francs at the disposal of the Congo Central Bank in 
exchange for Congolese francs to enable the latter to 
meet temporary foreign exchange requirements. Utili- 
zation of these Congolese franc balances by the Belgian 
central bank is subject to agreement between the two 
central banks. Within a period to be agreed upon, but 
normally not to exceed 120 days, the Congo Central 
Bank will repurchase any Congolese francs in the hands 
of the National Bank of Belgium at par (except for a 
small handling charge) against gold, Belgian francs, 
currencies convertible into Belgian francs, or any 
currency acceptable to the Belgian central bank. 


The Congo’s monetary reserves will be administered 
jointly by both institutions, and any Congo Central 
Bank reserves in excess of current requirements will 
be deposited with the National Bank. The two central 
banks will coordinate their policies, especially in mone- 
tary, credit, and exchange matters. 


The Congo Central Bank’s total credit to the public 
sector may not exceed Cong. fr 2.5 billion to the 
Belgian Congo, and Cong. fr 0.5 billion to Ruanda- 
Urundi; its credit to the private sector will remain 
subject to the same conditions as are now laid down in 
its statutes. The coming into force of the present agree- 
ment is subject to guarantees to be extended by the 
Belgian Government and by the future Government of 
the Belgian Congo and Ruanda-Urundi with respect 
to the drawing operations referred to in the agreement. 
The agreement will be valid for an indefinite period but 
may be terminated by either party at any moment 
without previous notice. 


In a reference to this agreement at the annual meet- 
ing of the Belgian National Bank shareholders in Feb- 
ruary 1960, Mr. Ansiaux, the Governor of the Bank, 
stressed the desirability of cooperation in the widest 
possible sense, and stated that the agreement would 
enable the Belgian central bank to play for the Congo 
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the role played by the International Monetary Fund 
for its members by extending drawing rights to meet 
temporary balance of payments difficulties. The agree- 
ment aims at strengthening the Congo’s financial posi- 
tion and the Belgian Government will assume political 
responsibility for the agreement. The necessary legis- 
lation to this end will be proposed to Parliament shortly. 

A number of other measures have also been taken to 
give financial assistance to the Belgian Congo and 
Ruanda-Urundi. Private companies operating in these 
territories have agreed to make prepayments of taxes 
and of royalties and dividends owed to the Congo 
Treasury. They have also decided to increase the funds 
held by them in Congolese francs. A short-term loan 
of $20 million was recently contracted for the Congo 
Treasury from New York banks. 


The Belgian authorities emphasize that the economic 
and financial position of the Congo at the moment it 
acquires independence will be sound. Budgetary disci- 
pline, fiscal reforms, and large-scale Belgian financial 
assistance will guarantee a budget equilibrium in 1960. 
Total assistance from the Belgian budget to the ordi- 
nary budget of the Congo will be BF 2.7 billion 
($54 million), or more than five times as much as 
in 1959. This covers the administrative expenditure 
for the maintenance of Belgian administrative staff and 
technicians in the Congo and will also pay for the 
accelerated recruiting and schooling of Africans who 
will gradually replace the Belgians. Public investment 
will be maintained at a high level. Belgium is con- 
tributing BF 1 billion ($20 million) to the establish- 
ment of a Congo Development Company (not counting 
its contribution of BF 0.5 billion to the Overseas Devel- 
opment Fund of the Common Market). 


The Belgian Congo’s exports in 1959 totaled 
Cong. fr 24.8 billion ($496 million), compared with 
Cong. fr 20.6 billion in 1958 and Cong. fr 24.0 billion 
in 1957. They are still well below the 1956 export 
records, but last year’s figures showed a 17 per cent 
increase over 1958, due mainly to a spectacular increase 
in volume. Imports on the other hand have further 
contracted, and the balance of trade for the first half 
of 1959 showed a surplus of Cong. fr 5.7 billion 
($114 million), compared with Cong. fr 3.2 billion 
($64 million) in the first half of 1958. The balance of 
payments deficit on goods and services for the first half 
of last year was Cong. fr 3.5 billion ($70 million). In 
the first half of 1958 there had been a current account 


defict of Cong. fr 4.8 billion ($96 million). By 
the end of October 1959, as a consequence of a 
further outflow of capital, the Congo’s net gold and 
foreign exchange holdings had decreased further to 
Cong. fr 2.5 billion ($50 million). In the past year 
or so there has been a substantial repatriation of funds 
from the Congo to Belgium, as the result of disinvest- 
ment decisions by private individuals and small enter- 
prises. However, the large companies have continued 
to carry out their investment programs, financing them 
through reinvestment of profits as well as new capital 
transfers from Belgium. 


Sources: Bulletin de la Banque Centrale du Congo 
Belge et du Ruanda-Urundi, October 1959, 
and Agence Economique et Financiére, vari- 
ous issues January-March 1960, Brussels, 
Belgium. 


Treasury Bills in Nigeria 


The Nigerian Minister of Finance announced on 
March 10 that the Nigerian Central Bank had been 
authorized to make a public issue of £4 million of 
Federation of Nigeria Treasury bills. Applications for 
bills, which are to be in multiples of £1,000, must be 
made through Lagos licensed banks by April 4 for the 
first issue of £2 million. Another £1 million will be 
issued in May, and the remaining £1 million in June. 
The bills are to be issued at a fixed discount to be 
announced by the Central Bank. 


The Central Bank will also issue on its own behalf 
£2 million of special bills to reimburse the Federal 
Government for expenditure on the manufacture of the 
initial stocks of the new Nigerian currency. 


Source: The Times, London, England, March 11, 1960. 
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